Abstract-
INTRODUCTION
The concepts of free cash flow (FCF) or idle cash flow are initiated by Michael Jensen (1986) . According to Jensen (1986) , having large free cash flow creates conflicts within the firm, i.e. between the interests of managers and shareholders, thereby negatively affecting its performance. Many empirical studies have been done in countries around the world. Lang et al. (1989 Lang et al. ( , 1991 test the theory of free cash flow, using the Tobin's Q (Tobin, 1969) Mojtahedzadeh and Nahavandi (2011) all conclude that for firms with high level of free cash flow but low growth opportunities (measured by the market value/book value ratio-P/B ratio), the presence of issues related to the agency costs may cause a negative impact on their performance. In Vietnam, empirical research on the relationship between free cash flow and firm performance is still limited. Up to our knowledge, only research by Vinh and Chi (2013) for listed firms on the Ho Chi Minh City Stock Exchange for the period (2007-2011). However, this research has only analyzed the relationship between free cash flow of firm and its performance, without taking account of its investment opportunities as stated by the free cash flow theory. This study thereforeconductsa test on the relevance of free cash flow theory for Vietnamese listed firms at the sectoral levels. More specifically, we investigate the join effect between free cash flow and investment opportunities on firm performance for the period (2009) (2010) (2011) (2012) (2013) (2014) (2015) . This study will contribute to the literature for future research. Moreover, the empirical evidence of free cash flow theory is not only important to investors, but also to firm executives in order to establish more effective management policies. Financialsare not included in the sample due to their particular characteristics, i.e they are subject to strict regulations and have a different accounting mechanism.Firmsare divided into 3 main sectors comprising of manufacture, trade and real estate, according to the criteria by the stock market data provider (Vietstock.vn).
II

Empirical specification:
Based on previous empirical studies, we propose the empirical model as follows: ROAit = α0 + α1FCFit-1 + α2Qdumit-1+ α3Qdumit-1*FCFit-1+ α4SALEit + α5SIZEit + α6ASSTit +α7OPERit + α8DA + μi in which:ROAit is the return-on-asset ratio of firm i at the end of year t; QDUMit-1 is a dummy for the investment opportunities of firm i at the end of year (t-1)(QDUM=1 if Liao, 2008) ,ROA is computed based on net profit after tax and total assets from the financial statements , Yet, this calculation is limited, i.e the total assets include nonoperating assets and net profit depends on firm's financial leverage. As financial leverage increases, net income decreasesdue to an increase in interest costs. This leads to a decrease in ROA although the business performance remains unchanged. In order to overcome the limitations in calculating ROA of previous studies, some adjustments in after-tax net profit and total assets are made as follows:
Net profit after tax: For returns to be independent of the firm's financial leverage, interest payments is not included in costs to determinethe operating profits. Hence, interests (after tax) must be added back to aftertax net profit if the total assets are financed by debts.
Total assets: Non-operating assets (excess cash and short-term financial investments)are excluded from the firm's total assets for computing ROA. With high liquidity and low risk, these assets mayproduce very small profits and incur great opportunity costs. Therefore,without excluding those from the total assets may distort the value of ROA. However, since the financial statements do not provide data on the amount of excess cash, this study excludes the item "Cash and cash equivalents" reported on the balance sheet from the total assets.
The free cas hflow of a firm is the amount of money generated by the firm after it has covered all necessary operating expenses (including investments in fixed assets and working capital). The free cashflow is determined by the following formula (Vinhvà Chi, 2013): 
Estimation method
Panel regression is estimated using two models: fixedeffects model (FEM) and random-effects model (REM). The Hausman test is used to select between FEM and REM model. In addition, the tests to check for reliability of the regression model are also performed such as multicollinearity (VIF), heteroschedasticity (Wald test) andautocorrelation (Plasman, 2006 From the matrix of correlation among the variables in Table 2 , we find that the correlation between variables is relatively small (less than 0.8). Therefore, the possible effects of multi-collinearity in regressions are negligible (Nam, 2008). indicating the negative relationship between firm size and its performance. This shows that scale-up does not always bring benefits for firms. As the scale increases, the administration of firm becomes more complicated. If these problems are overcomed, firms can achieve better performance due to economies of scale. Yet, if that is not the case, firms may be in a situation of high production costs, stagnant goods or inefficient use of funds, which in turn adversely affect their business outcome. This result is consistent with the results of Kumar (2004), and Vinh and Chi (2013). Similarly, the coefficient of sales growth (SALE) is statistically positively significant at the 5% level for manufacturing only, indicating that sales growth has the positive effect on firm performance for manufacturing sector. This is consistent with the theory and previous studies (Martani et al., 2009; Yungchih, 2010 
IV.
CONCLUSIONS AND POLICY RECOMMENDATIONS Several findings from the study can be summarized for the three sectors under investigation comprising of manufacture, trade and real estates . Firstly, in general free cash flow has a positive impact on firm business performance. In addition, firms with investment opportunitiesshow ahigher business performance than those without investment opportunities. Finally, the impact of free cash flow on business performance is heterogeneous, in which free cash flow has the effect of enhancing the performance of firms with investment opportunities, but that is not the case for firms without the opportunity to invest. These results have shown the relevance of Jensen's free cash flow theory (1986) 
